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1978 IVORY COAST ECONOMIC TRENDS REPORT 


SUMMARY 


Chief of State since Ivory Coast's independence in 1960, 
President Houphouet-Boigny has applied himself to the 
creation of stable political institutions and a mixed 

economy capable of sustained growth. He has been remarkably 
successful. Benefitting from large inflows of foreign 
capital, technology, and manpower, Ivory Coast has main- 
tained an average real growth rate in excess of seven percent 
Since 1960. 


This growth reached boom proportions in 1976-77. Record 
earnings from coffee and cocoa exports generated much of 
the income necessary to finance a highly ambitious five- 
year development plan. At the same time, the Ivorian 
Government took advantage of its favorable credit rating 
to tap international financial markets for supplementary 
project financing. The Government investment budget 
tripled in size in two years and foreign debt increased 
almost as rapidly. Expansion is apparent throughout the 
Ivory Coast, spanning agricultural diversification, 
creation of export industry, infrastructure development, 
and school and hospital construction. 


Many observers believe, however, that the Ivorian Government 
must soon begin to rein the development program back to a 
more moderate level. Coffee and cocoa earnings are falling 
and foreign borrowingcannot continue at recent rates with- 
out risk to the medium-term financial stability of the 
economy. The Ivorian Government is aware of these problems 
and shows signs of increasing discipline in its development 
efforts. The spending programs of Ivory Coast's many 
state-owned development enterprises are being placed under 
closer surveillance and the rate of incurrence of new debt 
is dropping. Nevertheless, productive investment will 
inevitably continue, and with it the demand for American 
goods and capital. 


END SUMMARY 





A. CURRENT ECONOMIC SITUATION AND TRENDS 


Political Stability Continues 


President Felix Houphouet-Boigny, the venerated leader 
who played a predominant role in pre-independence franco- 
phone West Africa, and has led his own nation since 
independence, was re-elected in November 1975 to another 
five-year term. At 72, he continues to enjoy excellent 
health. The succession question was settled in 1975 by 
constitutional amendment. The President of the National 
Assembly, Mr. Philippe Yace, would become President of the 
Republic for the duration of the term should that office 
fall vacant. The general consensus is that the Ivorian 
leadership is thoroughly imbued with President Houphouet- 
Boigny's principles and practices, and that these will be 
continued. Ivorianization (the replacement of expatriate 
cadre by trained Ivorians) is proceeding gradually but the 
Ivorian Government continues to welcome expatriate assistance 
in technical and management capacities. Although tribal 
allegiances are still strong, Ivorians are proud of their 
accomplishments as a nation, particularly their rapid 
economic development. 


Development Strategy 


Throughout its seventeen years of independence, the 
Ivory Coast's primary economic objective has been the 
maximization of growth. This reflects the belief that, 
given the low historical level of Ivorian per capita 
income, expansion much more than income redistribution 
offers a promising means for improving the living standards 
of the average Ivorian. In pursuit of this objective, the 
Ivorian Government has promoted the growth of a mixed 
economy with a dynamic private sector, but also an exten- 
sive network of state-owned enterprises. In addition, it 
has sought assistance in the form of capital, technology, 
management skills and even unskilled labor wherever it 
could find it. Ivory Coast stands out among developing 
countries in the extent to which it has accepted foreign 
participation in its economy to fill in where Ivorians at 
least temporarily lack the capacity to fill these needs 
themselves. 
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This strategy is particularly evident in Ivory Coast's 
industrial development policy. In 1960, Ivory Coast's 
industrial output was only $87 million, reflecting its 
lack of natural competitive advantages in attracting foreign 
investment. The market is small; Ivory Coast's population 
did not reach seven million until 1976. There is a relative 
shortage of labor and consequently wage rates are high by 
developing country standards. Finally, while Ivory Coast 
has some modest mineral reserves, principally petroleum, 
iron ore and nickel, exploitation has not yet begun. 


Conscious of these disadvantages and aware of their 
inability to undertake on their own the industrial expansion 
necessary to sustain Ivorian development, the Ivorians 
resolved to create competitive advantages sufficient to 
attract the foreign investment they needed. First, they 
made it clear that they welcomed foreign investment. The 
Ivorian investment code, promulgated at independence and 
unchanged since, created a very liberal regime for foreign 
investment: free repatriation of capital, exemption from 
duties on imports of raw materials, and in some cases 
guarantees as to rates of taxation up to 25 years. Second, 
the Ivorians have concentrated on development of the best 
industrial infrastructure system in West Africa: modern, 
efficient port facilities, an excellent road network, a 
reliable power supply and good internal and external 
communications links. 


The Ivorians' reliance upon foreign participation in 
most phases of their productive activity and upon foreign 
markets for the disposal of their output is not without its 
disadvantages. As in other developing countries heavily 
dependent for income upon exports of a few commodities, 
fluctuations in world commodity prices are the single most 
important cause of recession in Ivory Coast. Dependence 
upon foreign financing for capital investment is generating 
an increasingly serious debt service burden. The-continued 
placing of large numbers of European advisors in key 
policy-making and management positions has caused resentment 
among some of the younger, but increasingly well-trained 
Ivorians who are competing for responsible positios in 
Government and business. Furthermore, the repatriation 
of the advisors' income places a heavy burden on the Ivorian 
balance of payments. Ivory Coast's deficit on private 
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unrequited transfers in 1976 was $200 million. Finally, 
although there have been no major problems so far, the 
presence of a "gastarbeiter" force of expatriates from 
neighboring countries comprising approximately 25 percent 
of the total population of the Ivory Coast and performing 
Much of Ivory Coast's menial labor may at some point 
generate some of the social frictions with which many 
European countries are already well acquainted. Neverthe- 
less, cognizant as they are of these drawbacks, the 
Ivorians are convinced that they are outweighed by the 
attendant benefits and therefore remain committed to their 
traditional open door policy. 


As noted above, while it is firmly committed to the 
existence of a strong private sector, the Ivorian Government 
has concluded that that sector alone cannot assure the 
balanced development of the economy. It has therefore 
placed increasing responsibility for major development 
projects in the hands of an expanding string of "Sociétés 
a'Etat" and "Sociétés d'Economie Mixte" entirely or 
partially owned by the Government. While production of 
coffee, cocoa, and Ivory Coast's various subsistence crops 
remains in the hands of individual farmers, palm oil, copra, 
Sugar, and rubber production and processing in Ivory Coast 
are largely conducted on an industrial scale by specialized 
Sociétés d'Etat. As the resources available to the Govern- 
ment for development purposes have increased, these enter- 
prises have gradually overtaken the private sector in the 
volume of their investments. Of the $6.9 billion (1975 
value) in investments called for in the 1976-80 development 
plan, fully $3.6 billion wasto have been financed by the 
Government and its Societés d'Etat, leaving only $3.3 
billion to be financed by the private sector. 


To date, Ivory Coast's development strategy has paid 
remarkable dividends. Since 1960, real gross domestic 
product has increased at an average annual rate of 7.5 
percent. In 1977, per capita income passed the $900 mark. 
(It must be noted, however, that much of this increase is 
attributable to inflation.' Computed at 1973 prices, 1977 
per capita income was just $445.) In agriculture, Jvory 
Coast now ranks as the third largest world exporter of 
cocoa, coffee and palm oil, and is in the process of further 
expanding production of all three, as well as diversifying 
into a multitude of other crops. The output of the Ivorian 
industrial sector was valued at $1.3 billion in 1977, 
nearly as large as that of agriculture. 





1977: A Boom Year 


In 1977, investment in development advanced more rapidly 
than ever: a massive road construction program, merchant 
fleet expansion, construction of four more sugar mills, 
myriad other agricultural projects, and extensive school 
construction. The large coffee and cocoa crops during the 
1976-77 harvest, coupled with the record prices at which 
those commodities were selling at the time, left Ivory Coast 
with an immense trade surplus and record foreign exchange 
holdings, which in turn permitted a substantial acceleration 
of Ivory Coast's investment program. The soaring profits 
earned by the Ivorian commodity marketing board on its 
coffee and cocoa sales were channeled into the Government 
investment budget. From $111 million in 1975 (36 percent 
of the budget), this contribution zoomed to $204 million 
in 1976 and $632 million in 1977 (67 percent of the budget). 
At the same time, the Ivorians took advantage of their strong 
credit rating in international capital markets and borrowed 
heavily, primarily on commercial terms, to obtain supplementary 
project financing. New credits extended to the Ivorian 
Government or with its guarantee exceeded $1.6 billion in 
1977, on top of total previous external debt of $2.25 billion. 
Overall, gross fixed capital formation reached 25.9 percent 
of GDP in 1977, which itself increased a remarkable 37 percent. 


One negative effect of the large investment program is 
inflation. The central bank has thus far failed to maintain 
control of the Ivorian money supply in the face of the large 
flows of foreign capital into Ivory Coast currently taking 
place as a result of the Government's external borrowing (in 
particular, there has until recently been little centralized 
monitoring and coordination of the borrowing programs of the 
Sociétés d'Etat). In 1977, the money supply increased by 
more than 40 percent. This, combined with a shortage of 
subsistence foodstuffs and other basic consumer goods during 
the spring, drove prices up by more than 20 percent in 1977, 
necessitating a new round of large wage increases in early 
1978. 


Late in 1977, it was announced that the Esso/Shell 
Consortium would exploit the Belier oil deposit located 
fifteen kilometers off Grand Bassam at a depth of 150 
to 200 feet. Production is expected to begin in 1980. 
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According to preliminary estimates, there are 70 million 
barrels of oil in place in the deposit. Recoverable reserves 
are estimated at 11 million barrels although this figure 

may later be increased. Peak production of 8,000 barrels a 
day (approximately 400,000 m.t./year) should be attained for 
about 12 months in 1982-83. This represents only about 25 
percent of present domestic crude requirements. The deposit 
is expected to produce for ten to eleven years. There are 
approximately 12 billion cubic feet of gas in the deposit 
which will also be exploited commercially. However, much 

of the gas will be used in producing the oil. 


The Esso/Shell and the Phillips/AGIP/PETROCI (Ivorian 
National Oil Company) consortia are continuing active 
exploration programs. Esso/Shell is now completing its 
eighteenth hole since it began drilling in 1972. Phillips 
has found gas but as yet has not decided whether to exploit 
it. The Ivorian oil company, PETROCI, plans to begin 
exploratory onshore drilling in the Jacqueville area west 
of Abidjan in 1978. 


1978: A Period for Reevaluation 


As it moves through 1978, the Ivorian Government faces 
a need to reduce the momentum of the investment program 
built up during the past several years. The strategy adopted 
in 1977 may not be sustainable over the long term as last 
year's enormous trade surplus will not soon recur. This 
year, cocoa and especially coffee prices are substantially 
below last year's peaks, and, although the 1977-78 Ivorian 
cocoa crop is expected to be a record 285,000 tons, the 
coffee crop is down 35 percent from 1977 due to a shortage 
of rainfall during the 1977 flowering season. 


The Ivorians must also begin to exercise restraint in 
responding to the offers of commercial loans which continue 
to pour in from international banks flush with petrodollars 
and anxious to establish a foothold in the nascent African 
market. Over the past two years, debt service has increased 
from 9.3 percent to 12.4 percent of exports of goods and 
services in spite of a tremendous increase in export earnings. 
As repayment of the large new loans incurred most recently 
begins to fall due, this ratio will continue to rise quickly. 
If Ivory Coast continues to borrow at 1976-77 levels, the 
debt service ratio could reach 25 to 30 percent in the next 
three to five years. 





The Ivorian Government is aware of the potential 
problems and is contemplating action to avert them. An 
extensive reform effort initiated last July is aimed at 
increasing efficiency both in Government agencies and in 
the Sociétés d'Etat. There is evidence that this effort 
includes a rethinking of some of the more extravagant 
projects in that program. However, even if the necessary 
decisions are taken, there may be an extended lag before 
they take effect due to the long lead times involved in 
implementation of an integrated development program. The 
initial 1978 Ivorian Government investment budget has 
already been enacted and, with funding of $913 million, 
is almost as large as 1977's ($950 million). It calls 
for a larger amount of foreign borrowing ($360 million as 
opposed to $211 million in 1977). Furthermore, there are 
indications that it will have to be amended at mid-year 
to provide additional funding for projects already in the 
Pipeline. Inevitably, there is also a continuing flow 
of proposals for new projects (to cite a major example, 

a Canadian firm is currently working on a plan to exploit 
nickel deposits in the northwestern region of the country, 
a project which could cost over $800 million). It is 
rumored that the Ivorians are cancelling some of the loans 
for which they obtained commitments in 1977. However, 
1979 will be the first year in which they will have the 
Opportunity to make significant cuts in their spending. 


Five-Year Development Plan: Overall Strate Remains 


Operational but Revisions Are Being Made at the Project Level 


As it reaches the mid-point in its implementation of the 
1976-80 development plan, the Ivorian Government can be 
satisfied that substantial progress has been made in 
fulfilling the overall objectives of the plan even though 
there has been considerable juggling of the specific 
projects undertaken. This plan, calling for a volume of 
investment much larger than that of its predecessors, aims 
at achieving a decisive step forward on the road to self- 
sustaining growth for the Ivorian economy. Its major 
objectives include: 


-- modernization of agriculture and of rural life in 
general; 

-- establishment of a diversified, export-oriented, 
industrial sector; 
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-~- accelerated development of the less privileged regions 
of the country; 

-- acceleration of Ivorianization, while at the same 
time maintaining a favorable climate for foreign 
investment; 
Governmental and educational reform, and national 
cultural development. 


Agriculture remains the foundation of the Ivorian 
economy and the mainspring of its growth, providing directly 
or indirectly a livelihood for 75 percent of the population 
and almost as large a percentage of export earnings. 

Coffee and cocoa remain the big money earners among the 
commercial crops, and the Government is continuing its 
program of incentives to plant new and better strains of 
cocoa and to a lesser extent, to improve the quality of 
Ivorian coffee.- Nevertheless, in the current and previous 
development plans, emphasis has been placed on two areas: 
diversification of commercial crops and increased production 
of staples leading to eventual self-sufficiency in foodstuffs. 
Of the two, diversification has been the more ambitious and 
successful. Palm oil, cotton, pineapple and now sugar are 
the major new export commodities which the Ivory Coast has 
developed. Of these, palm oil has the most spectacular 
record, with Ivory Coast going from a net importer to the 


world's third largest producer in just over a decade. 
(1976 exports of crude oil were more than 80,000 metric 
tons; a 170-fold increase in weight and 225-fold increase 
in value over 1960 production.) 


The sugar development program is the most elaborate 
and the most expensive. As drafted, the current plan 
called for over $500 million (1975 value) in investment 
during the 1976-80 period and envisioned the completion of 
twelve agro-industrial complexes with a combined annual 
capacity of 550,000 metric tons by 1985. More recently, 
however, the Government has become concerned about the 
costs of production in the new mills and has decided to 
limit the number of complexes at least temporarily to six. 
(It is now anticipated that these mills will cost over 
$1 billion.) At present, only one complex is 
Operational, and after several years of start up problems 
has had its first respectable season with a production of 
nearly 40,000 tons. 977 pineapple exports are estimated 
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at 58,000 tons of fresh fruit and 72,000 tons ofcanned 
products making Ivory Coast one of the largest pineapple 
exporters in the world. Cotton, a slower starter, is 
beginning to show promise with a 1977 production figure 
of 85,000 tons. 


To promote self sufficiency the Government launched 
several programs in the early 1970's to stimulate the 
production of staples, especially rice. For a variety of 
reasons, the programs have had limited success and have 
to some extent caused distortions in the marketing system. 
The Government is currently reviewing its policies in this 
area. 


Ivory Coast's industrial development program, as 
presented in the five-year plan, calls for progress 
toward the establishment of a modern, competitive and 
increasingly self-sufficient industrial sector which 
will reduce Ivorian dependence upon the vagaries of 
agricultural production and prices. A major part of 
this program is the creation of the infrastructure and 
basic industries which constitute the building blocks 
of downstream production. The plan allocates large sums 
to improvements in all modes of the transportation system 
and to hydroelectric dam construction. The single largest 
project in the plan was to have been the development of 
the Mt. Klahoyo iron ore mine, a $2 billion project which 
would have boosted the value of Ivorian exports and 
provided the basis for creation of a steel industry in 
Ivory Coast. Other important projects, such as the San 
Pedro paper pulp mill and the sugar mills, would have 
increased the value added to Ivorian agricultural 
production. 


The success of the industrial development program 
depends in large part upon the equity participation of 
private, particularly foreign, investors. However, the 
public sector is increasingly outdistancing the private 
in the extent of its investment activities. The Ivorian 
Government has found that, while it is not difficult to 
find foreign enterprises willing to invest in smal! -scale 
import substitution enterprises in Ivory Coast, the 
attraction of the Ivorian economy when it comes to 
establishment of the large-scale export-oriented industry 
emphasized in the five-year plan is not so strong. 
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It is increasingly likely that the private sector will fall 
short of the goal of $3.3 billion in investments set for it 
in the plan. However, this is in large part explained by 
the decision of the Mt. Klahoyo consortium participants to 
shelve the project indefinitely due to the current depressed 
condition of the market for iron pellets. In addition, the 
Ivorian Government may proceed with the paper pulp mill 
without foreign equity participation, a decision which would 
add significantly to its own financing burden. 


Overall, despite the postponement or cancellation of 
some of the large projects included in the five-year plan, 
investment spending is running at a rate higher than 
anticipated in the plan. Many new projects have been added 
to the investment program and actual costs of projects have 
often exceeded initial estimates. (It now appears certain 
that the debt service ratio in 1980 will exceed the 13 
percent ceiling forecast in the plan.) The appropriation 
of large sums for the construction of some expensive schools 
and hospitals over the next few years confirms that the 
Ivorians are now beginning to feel theycan afford some 
projects which, while less productive economically, will 
improve the social welfare of the country. At the same 
time, a few other projects, such as construction of the 
sugar mills in the north and of international airports at 
both Bouaké and Yamoussoukro are of more doubtful utility 
to the country. It is projects of this nature which will 
presumably be subjected to renewed scrutiny in the Ivorian 
Government's current reevaluation of its investment program. 


B. IMPLICATIONS FOR THE UNITED STATES 


France has the largest share of foreign investment in 
Ivory Coast, is its largest supplier, and has assumed the 
major responsibility for assisting the Ivory Coast's 
development. President Houphouet-Boigny has said publicly 
that though the Ivory Coast would never abandon or forget 
old friends, it does not wish to be a private French "game 
preserve." The old ties exert a strong pull, but the Ivory 
Coast welcomes American investment, trade, service contracts, 
technical know-how and aid. 


The Ivory Coast's investment laws are among the most 
liberal in the world. Virtually any foreign firm can 
qualify to do business in this country simply by registration. 
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Prior approval is required only in the case of a few restricted 
fields (for example, certain foodstuffs, processing of local 
agricultural commodities, finance, transportation, and public 
utilities) or if the benefits of duty and tax concessions are 
sought. A new investment code currently being drafted will 
provide specific incentives for export-oriented industries. 

The currency is freely convertible, and capital and profits 
freely transferable abroad. 


Existing United States direct investments in Ivory Coast 
total about $100 million and are largely in petroleum distri- 
bution, banking, insurance, textiles and garments, dry cells 
and chemicals, and household products. Moreover, because 
Abidjan has become a commercial, financial and communications 
center for West Africa, more than 100 American firms have 
established regional offices here to market goods and services 
throughout West Africa. Service organizations have also 
located here; one American law firm and three American 
eccounting firms. To all this investment exposure must be 
added many millions of dollars in intra-company short-term 
credits and receivables and perhaps $500 million in medium 
and long-term bank lending, primarily to the Ivory Coast 
Government. 


United States direct exports rose from $100.9 million in 
1976 to $142.2 million in 1977. The United States share of 
the market is 13.1 percent, if only direct exports from the 
United States are counted, but there is, in addition, a 
greater or equal amount of goods shipped from U.S.-owned 
factories in Europe. Opportunities for direct exports of 
industrial goods over the next three years are likely to be 
greatest in energy systems, building and construction supplies 
and equipment, communications equipment, and agricultural 
machinery. In the consumer goods field, processed food, toys, 
housewares, cosmetics, auto accessories, and phonograph 
records are likely to sell well. 


The chief hindrance to incremental United States sales 
has proved to be Ivory Coast's ties with European firms plus 
the unwillingness of U.S. exports to adapt their paperwork 
and shipping systems to the peculiar requirements of this 
market and to take pains to respond quickly to inquiries and 
other correspondence. When American exporters are adaptable, 
they have been able to introduce new products supported by 
modern American advertising and promotion techniques. 





ATTACHMENT 1 
IVORY COAST ECONOMIC INDICATORS 
(Figures are expressed in millions of dollars except where otherwise noted. 1) 
% Change 


1975 1976 1977 1978 
NATIONAL INCOME ACCOUNTS 


GDP (current prices) 35628.3 . 4,830.9 6 ,639P 
GDP price deflator (1973=100) 135.5 160.3 204.42 218.7% 
GDP real growth (%) 7.0 12.5 7.8? 7.5? 
Population ('000s) 6,720 7,000 7,300 7,600? 
GDP per capita (current $'00s) 540 690 910 1,000* 
(1973 $'00s) 399 430 445 458* 

Gross fixed capital formation 809.1 1,044.8 1,716.3 
Fixed capital/GDP (%) 220 21.6 25.9 
Consumer price index (1970=100) 

European (year average) 455.3 175.0 198.8 

African (year average) 145.1 161.3 207.1 


GOVERNMENT FINANCE 


General operating budget (BGF) B51:.3 
Capital development budget (BSIE) 307.8 
Official external debt 

Disbursed 934.8 

Disbursed and undisbursed 1,420.9 
Debt service payments 128.7 
Debt service/exports of goods 

and services (%) 9.3 


MONETARY SECTOR 


Money supply 

Cash and sight deposits 782.2 

Cash and sight and time deposits 1,063.5 
Discount rate (%) 8.0 
Foreign exchange (year average”) es 
Net foreign assets (central bank 

and deposit money banks) 3>4 48.7 


Ivory Coast Government projection * Embassy projection 

All currency conversions were performed at the rate of $1.00 = 230 CFA francs. 
Reflects actual receipts and therefore differs somewhat from BSIE as wnitially 
enacted. 

Since Ivory Coast foreign exchange reserves and net foreign assets fluctuate 
substantially on a seasonal basis, an average rather than an end of period 
figure for these two items more accuretely reflects conditions during the 
course of the year. 

Figures differ from those in last yeai's Trends Report because long-term 
foreign borrowing by deposit money banks is no longer included in this item. 





ATTACHMENT 2 


1975 1976 1977 1978 % Change 
1976-77 


BALANCE OF PAYMENTS 


Balance on current account -357. 
Trade balance FOB/CIF a 
U.S.-Ivory Coast trade balance 37 « 
Exports FOB 1,107 3 
Coffee (green) 268. 
Cocoa (all forms) 269. 
Wood 197: 
U.S. share Liss 
Imports CIF 1,049. 
U.S. share © 75. 

Balance on non-monetary sector 
capital account 191. 

Exports/GDP (%) 50.5 


womwrorruhbnann 
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AGRICULTURAL PRODUCTION (‘000 m.t.) 


Coffee” 

Cocoa 

Oil palm (bunches) 
Sugar peotinad) 
Cotton 

Pineapple 

Bananas 


ELECTRICITY PRODUCTION (GWh) 


Hydroelectric 
Interconnected thermal 
Unconnected thermal 


5 Statistics are for campaign years which begin in the fourth quarter of the 
previous calendar year. 
Principal Ivorian imports from the U.S. in 1977: road-building and excavating 
machinery $18.8 million, rice $15.2 million, tractors $13.8 million, motor 
vehicle parts $6.7 million, air conditioning and refrigeration equipment 
$5.5 million, kraft paper $5.0 million, electrical generators $4.0 million, 
iron and steel tubes and pipes $3.5 million. 
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